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OATH OR AFFIRMATION

I, Marco R. Listrom , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

First Guarantor Securities, Inc. : , as
of _ December 31 ,20 06 | are true and correct. | further swear {or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

L I~
"~ "NOTARY SEAL" iz°
Linda K. Jones, Notary Public Signature
Jackson County, State of Missouri ? .
My Commission Expires 7/24/2010 ES\DEWNT
Commission Number 08433548 Title

Notary Pblic

This report ** contains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d} Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

{h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i} Information Relating to the Possession or Control Reguirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Qath or Affirmation. .

{m) A copy of the SIPC Supplemental Report.

(n} A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previpus audit. |
(o) Independent Auditor's Report on Internal Accounting Control Required

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(ej(3).0y SEC Rule 17a-5
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' INDEPENDENT AUDITOR’S REPORT . -

To the Board othrectors . R
" and Stockholders of ..
_Frrst Guarantor Secuntnes, Inc

. P - - R I , -
. Lo . Lo e B R G .
. <, T TR Ve . . T r

Sl We have audrted the accompanymg statement of ﬁnanc1a1 condmon of Flrst Guarantor Secuntles, Inc e
‘.asof December 31, 2006, and the related statements of income, changes in. stockholders” equity, and cash . _' o
flows for the year then ended that you are filing pursuant to rule 17a-5 under the SeCurrtles Exchange Act .

"= .of 1934. These financial statements are the responsibility ‘of the Company’s management “Our " i
: responsrbrhty is to express an oprruon on these ﬁnancral statements based on our audit. L

R We conducted our audlt in accordance wrth generally accepted Umted ‘States audltmg standards Those .
. standards require that we plan and perform the audit to obtain reasonable assurance about whether the
~ financial statements are free of material misstatement. | An audit includes examining,. on a test basis, " -
_ evidence supporting the amounts and disclosures in the financial statements. An audit also 1ncludes'-
-.. assessing the accounting principles used and significant estimates made by management, as well as ~
. evaluating the overall ﬁnancral statement presentatlon We beheve that our audit provrdes a reasonable' :
'hasrs for our optmon : - R o '

e In our 0prmon, the ﬁnanmal statements referred to above present falrly, in all matenal respects the
- financial position of First Guarantor Securities, Inc. as of December 31, 2006, and the results of its - -
- operatlons and its cash ﬂows for the year then ended in confonmty with generally aceepted Umted States" .
" aceountmg pnncnples : : : :

Our audlt was made for the purpose of fornung an oprmon on the basrc ﬁnanctal statements taken asa-
~whole. The information contained in Schedules I, 1I, and INI is prmented for purposes 'of additional .
analysis and is not a required -part of the basic financial statements, but is supplemental information . -
required by Rule 17a-5 under thé¢ Securities Exchange Act of 1934, Such information has been sub}ected LT

" tothe auditing procedures applied in the examination of the basic financial statements and, in our opmron

" is fairly stated in all matenal reSpects m relation to the basic ﬁnancral statements taken as a whole L

u-( d,m,‘ UJL

Higdo & Hale = - |
. Certified Pubhc Accountants o
" February 24, 2007 . - :
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F[RST GUARAN TOR SECURIT[ES IN C

STATEMENT OF F]N ANCIAL CONDITION

il

DECEMBER a1, 2006
ASSETS DR

o -Cash and cash equwalents ; L
#. - 'Cash deposit with clearing orgamzatron AEPAR
. Receivable from clearing broker. L

o 'Deferred income taxes o

1

e TOTAL ASSETS

L _IABILITIES | o :
) Accounts payable and other accrued expenses -
L STOCKHOLDERS’ EQUITY T
.. Common stock, $1 par value, 500, 000 shares

" “authorized, 50,100 shares issued R
o Preferred stock, $25 par value 600 shares 1ssued .
* " Retained earnings o

‘Treasury stock, at cost (50, 000 shares)
Net stockholders equrty

Y TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY ;

The accompanying notes are an integral part of these financial statements.

I..
l‘

. LIABILITIES AND STOCKHOLDERS’ EQUITY -

C U8 109607 -

CEXHIBITA %

L8 267
6,128 T

50,100

. 10,000

© 26,860
(76,000)
10,960 -

10.960
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FIRST GUARANTOR SECURITIES INC

STATEMZENT OF lNCOME

FOR THE YEAR ENDED DECEMBER 31 2006

S 'REVENUES

: Commlssmn '

K . Trading account gams (losses)
~ “Interest - " - _
* Miscellaneous

- Total revenues -

e ‘EXPENSES -
" - . Employee compensatlon and beneﬁts

- Regulatory fees.
" Professional services

o Other 'expenses .

Tota] expenses

B -INCOME (LOSS) BEFORE INCOME TAXES

'_:INCOME TAX PROVISION (BENEFIT)

Deferred mcome taxes (beneﬁt)

- ,-N]_aTINCOME woss)

" The accompanying notes aro an integral part of these financial statements,

EXHIBITB .- . - .

2.032 .

1357 .-

750
35

(110)

B (R

08 . .
1,524

2182
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Stock

- Commbn :

_ F]RST GUARANTOR SECURITIES ]NC
STATEMENT OF CHANGES IN. STOCKHOLDERS’ EQUITY .

FOR THE YEAR ENDED DECEMBER 31 2006

Pret[“er-réd'_.: 3

. EXHIBIT C

. Retained

R PREFERRED STOCK REDEEMED - el

L~

:{;-_ ‘- BALANCE BEGINNING OF YEAR - $ 50 100,'_

_ Stock

$.- 10,000

" : Eamings_'_.".;

-3 '__'":,2‘6,9_7(_)" E

Treasury
Stock

R ooo) -

4 e

. : . . S, - . " [ Lo . : e CE . . - . L. ' ; ’

V-LNETINCOME/(LOSS) . S

- _.BALANCE;ENDQF,_YEAR'_".'_ © . $5010

- The accompanying notes arc an integral pan of these financial staternents. -

- '(110)“'1'
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FIRST GUARANTOR SECURITIES IN C

STATEI\'IENT OF CASH FLOWS

B FOR THE YEAR ENDED DECEMBER 31, 2006 e

t -

. ff.;.‘CASH FLOWS FROM OPERATING ACTIVITIES

. Net income (loss) :
Adjustments to reconcnle net income to net cash
provnded by operating activities: ‘
~ Changes in operatlng assets and habllltles _ - ‘
.. Decrease in receivables and deposits from cIearmg broker
* Detrease in accounts payable and accrued llabllmes
~ Net cash provnded by operating actwmes :

T CASH FLOWS FROM INVESTING ACTIVIT]ES S
' ;CASH FLOWS FROM F]NANC]NG ACTIVITIES

. NET DECREASE IN CASH AND CASH EQUIVALENTS
- CAS_H AN]) CASH-EQUIYALENTS AT B_E_GfNNING OF 'YEAR' )

.. CASH AND CASH EQUIVALENTS AT END OF YEAR

" . . The accompanying notes arc an integral part of these financial statements, '
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NOTEl

B

B

FIRST GUARANTOR SECURITIES INC
NOTES TO FINANCIAL STATEMEN TS

DECEMBER 31 2006

SIGNIFICANT ACCOUNTING POLICIES o

Nature of the Busmess

The Company was 1ncorporated on February 10 1986 and started busmess in

| May 1986.. The: Company. operates as a fully disclosed broker " dealer ‘in ‘the L

" Kansas Clty, MISSOUI‘I area. All customer accounts and securities are carried by a

clearmghouse In December 2004 there was a recapitalization and new ownershnp L

" {(See note 4). It'is the intent of the new- ownershtp to continue operatlons in the_ R
'same manner as in prior. years S Pt n e

Management Est:mates .

The preparatlon of. ﬁnanctal statements in conforrmty w1th generally accepted S
~. accounting principles requires management to make estimates and- assumptions -

.. that affect the reported amounts of assets and liabilities at December 31, 2006 and
.revenues-and expenses during the year then ended. Thé actual outcome of the ~ . - .
“‘estimates could differ from the estimates made in the preparatlon of the ﬁnancml', o
- statements j' : C

' Statement of Cash Flows '

Cash and Cash Equwalems ' For purposes of the statement of cash ﬂows the
Company considers all'highly liquid debt instruments purchased with an original-

"maturity: of three months or less to be cash equivalents: -For the year ended - L

December 31 2006 the company d1d not have any cash equnvalents ‘

Cash Pazd Interest and Taxes — The amounts of cash pand for mterest and taxesr
for the year ended December 31 2006 are as. follows : :

: *Interest R s EEE
~ Income taxes - A ‘ $

Sec independent auditor’s report |

6
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NOTE 2

NOTE 4

FmST GUARANTOR SECURIT[ES INC
.' NOTES TO FlNANCIAL STATEMENTS

L DECEMBER 31, 2006 R EE

: :NET CAPITAL REQUIREMENTS

o .'_?‘The Company is sub}ect to the Securmes and Exchange Commnssnon Umform Net S
.. " .2Capital Rule (Rule 15¢3-1),” which requires the maintenance of minimum’ net ;""- R y
. " capital and requires that the ratio of aggregate indebtedness to net capital, bothas’" .- . ‘- -
-.,-Ldeﬁned shall not exceed 8 to'1 in the first year of operatlon and 15 to 1 thereafter - - "

.+ (and the rule of “applicable” exchange also prov1des that equity capltal may not - '
-+ be withdrawn or cash dividends paid if the resulting net capital ratio. would ;
" exceed 10 to 1).. At December 31, 2006, the Company had net capital ‘of $10,960, .’
- which was -$5,960in excess of its required net capital of $5,000." - Since-the. - .
" Company did not have any debt at December 31, 2006 there is no calculatlon of =7

' 'the net capltal ratlo : : : : : ~

i REORGANIZATION

',.In December 2004 the Company 1ssued 100 shares of ‘common stock to an;
~- individual with substantial experience as a Broker-Dealer and then purchased all-
.f°f the outstandmg stock of its remammg shareholder for $51 000 '

) -'In addmon the Company created a 4% fully part1c1patmg preferred stock, w1th a.-
- par value of $25. The Company then issued 600 shares of the preferred stock.

- Sec indcpcndent“auditor’s report -
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: ' S T K ' ,_.'Pageiof2
FlNANClAL AND 0PERAT|0NAL COMBlNED UNlFORM S|NGLE REPORT
o PART ||A o

o 'BROKERORDEALER IR S ]—'-".-asof:‘Decembé.r31,,2096f-z-
| FlrstGuarantorSecuntleslnc S ' IR D R

ACOMPU'I:ATIO‘N OF NET CAPITAL

 Total ownership equity rom Slatement of Finencial Condiion. ~*+ - .0 T e gt - 10960 [34B0
" Deduct Ownership equity nof allowable for Net Capital =~~~ ;- . - T e - ]3490] - .
TotalownemhtpequﬂyquallﬁedforNelCamlal T »‘ we s e 10960135001 -

.:-s'nN.-A .

B Oiher{deducbons)oranowabiec:edts(ust) e T o S : — K]
Total capital and allowable subordinated liabilies” I T e LT g ' 10960 §3630] - -
Dedwhonsandiofchargiﬁ . S e T S c T g ) .
© A, .Total non-aliowable assets kom -1 - R o oD T
- - Statement of Financial Condition (Notes Band C) o R X - | 3540
LB Secureddemandno:edehnquency o o ; . ., 3590
. C... Commodity futures contracts andspolcommodha— . o N R e
.~ proprietary capiial charges - L . T ) e -1

k

Cther additions andfor allowable credits (Listy - - - . e ‘ 3630
Net capital before hairculs on securities positions T o A 8,796 | 3640

: Halrmtsnnsemnhes {computed, where applicable, pursuamto15c3-1(f) e T . - o
" A -contractual securifies commitments - A $ . - ]380
", B. :-Subordingted securiies borrowings T - o e | 370
G ' Trading and invesiment securities: - . EURE . - )
A § Exemptedsecuneles . : - oo ’ S 316 |
Y2 Deblsecunnes B S LT S . ) -] 3733 ]
3. Opltons T : o S 730
.- .4 . Other securities E o . ' . KTE]]
D. Undue Concéntration - o D C - ¥0] 0
"E.  Other(List) - R . - 13138 : 3740"'

10, Net Capital o ' » : e --s______=4Q§!§§Q

- OMIT PENNIES -

woo s .

- NOTE: ‘. AP There were no matenal dlfferences noted in the computatlon of net capltal between me audlted
L oo ﬁnanclal statements and that of the firm's unaudited FOCUS Repor’( filing. S

See independent auditor's report

- R . e - RN . - v, r " . . . o N . N K o, ; LA |
. 3 . . o R S - N L. . . . 3 - . f o R X e, . P . - rE—— . A .

" SCHEDULE |

L:abthtlessmordnatedtocla:msofgenemlcredlorsallmlnmmputatnnofneleapntal U Ll ] I

D; Other deductions andior charges - I oL 2066 | 3610 . 2165 [0 -



7 3. Net capital requirement (greater of line 11or 12}
. "14 Excess net capital (liné 10 less 13} -

-.:"—_,1:’ Add

SCHEDULE 1"
Page 2 of 2

FINANCIAL AND OPERATIONAL comsmen umrom SINGLE REPORT
St PARTIA

BROKEROR DEALER . . = . % i% w7 . asof: December31,2008 .
FrrstGuarantorSecurrtres e o e T e e

- ‘COMPUTATION OF NET CAPITAL REQUIREMENT © - "~ . .

o .‘PartA -

i

: " Mrnrmurn ne1cap11alrequrred(62f3%ofhne19) R S A LT O T 7
"+ Y2 Minimum dollar net caprlal requirement of reporting brokerordealerand mrnrmum net capilal requrrement SIS :
" .. of subsidiaries computed in accardance with Note (A) .

- 5,000 [ 3758

3B e
BI%[ 370

B ‘lb Excess ne1 wpnal at1000%(||ne10[%s 10% oflrne 19) -— o “ R : L ;"" . ' '
- " GOMPUTATION OF AGGREGATE INDEBTEDNESS

:f.'1b Total Al habrhtres from StatemenlofFrnancraICondi!ron S .'- - S ‘ D P N . [

C A Draﬂsforrmmedratecredt SR B U ¥ LT - ('] IR
~ B - Marketvalue ofsecuntres borrowedforwhrch no equrva!entvalue o g P
Treeispaideredited 0 O .
. C. - Other unrecorded amounts (Lrst)
- 18. - Total aggregate indebtedness : ' ' - e o - I :
.. .19 Percentage of aggregate, |ndebledn$stpnelcapltal (Irne 18+byime 10) L R - | 3880
: .20 Percentage of debit to &bt-equrty total computed in accordance with Rule1503—1{d) ' e T R

[3810

g
:

COMPUTATIONOFALTERNATENETCAPITALREQUIREMENT o o e S _:'? -

- _ParlB S - . B .: S o . L S . L

- 21 2%of combrned aggregala debrt |tems as shown in Formula for Reserva Requrrements pursuam to Ru1e 15c3-3prepared' o T
- as of the date of the net capital computation including both brokers or dealers and consolidaled subsidiaries’ debits - - . "$_ -l
© & Minimum doflar net mpr!al requirement of reporting brokerordealer and minimum netmprtal requrremem of LT T o

. - subsidiaries computed in accordance with Note w o Sl o : RS A
23, Net capital requirement (greateroflrn921 or 22) T I 3 3760
24 Excess capital fine 10 less 23) ° J R e ' e L 8 . 3910 .
.3 Netwprtairnexmsofthegreaterof ' : e e Lo R N
LA S%chombrnedaggregatedebrtnems or$120(l)0 U T S R JPR [3520]]

| NOTES

(A) The mrnrmum net caprtal requrremenl should be computed by addrng the mrmmum doﬂar net caprta! requrrement of the reporlrng broker :
 dealer and, for each subsrdiary to be consolidated, the greater or o _ e
‘o i 1. - Minimum dollar net capital requrremen! or - ; ‘
2 U aggregale indebledneéss or 4% of aggregate debrts |f altematrve melhod isused. . e T -
"B Do not deduct the value of securities borrowed under subordination agreements of sécured demand note covered by subordinatron §
agreements nat in satisfactory form and the market values of membershrps in exchanges conmbuted for use of oompany (comra to rtem 1740) and .
<0y partners’ securifies which were included in non-allowsble assets. . . '
A ,(C) For reports ﬁ!ed pursuani to paragraph (d} of Rule 1725, rwpondenl should prcmde a fist of matenal non-allwrable assets _ L ;
: ' " See independent auditor's report. |
|
' .




. SCHEDULEW

‘ FIRST GUARANTOR SECURITIES lN C
CONIPUTATION OF DETERMINATION OF RESERVE REQU[REMENTS
UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMM]SSION

DECENIBER 31 2006

The Company is exempt from the reserve.- prowsmns of Rule 15c3 3 under paragraph 15c3-' A
3(1()(2)(“) The conditions of the exemptlon were bemg comphed w1th as of the date of th15 T
reportandtheyear Wthh xtcovers R _ - R PR

. See mriepeﬁdmt auditpr’srepori. T
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© SCHEDULEW

FIRST GUARANTOR SECURITIES INC

INF ORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS

“UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION _'. N3

AS OF DECEMBER 31 2006 e

The Company is exempt from the possessron or control requ1rements of Rule 1503 3 under'_.:i?.-"‘.'
paragraph lSc3 -3(k)(2)(i). The conditions of the exemption were bemg complled w1th as of the'h'_-‘ e
date of thls report and the year whlch 1t covers Sk . . SRR

Seeindeper;derxt aﬁditor’sreport. ,
. l11 _
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o7 Gy DM CRa, INDEPENDENT AUDITOR'S REPORT ON INTERNAL - .~ -
777" ACCOUNTING CONTROL REQUIRED BY SECRULE 1725~ = =

"Board ofDlrectors U e o
Lo FlrstGuarantorSecuntnes,lnc B T, S L

L

_‘In plannmg and performmg our audtt of the ﬁnanc1a1 statements of Flrst Guarantor Secuntles, T R
" Ine. for, the_year -ended December 31, 2006, we. considered its mtemal control structure, - -~ -0

_mcludmg procedures for safeguardmg securities, in order to determine our auditing procedures "
- ‘for the purpose of expressing our opinion on the consohdated ﬁnanclal statements and not to
provnde assurance on the 1ntemal control structure

C -Also .as requrred by rule 17a—5(g)(1) of the Secuntles Exchange Commrssron (SEC) ‘we have -
‘.‘made a study of the practices and procedures followed by the Company including tests of such -

making the periodic computatlons of aggregate indebtedness (or aggregate debits) and net capital
. ‘under rule 17a—3(a)(11) and for determining compliance with the exemptive provisions of rule -
" 15¢3-3. Because the Company does not carry securltres accounts for customers or perform
‘custodial functions’ relating to customer 'securities, we did not review- the practlces and ;
) procedures followed by the Company in any of the followmg '

S T Makmg quarterly securltles exammatron, counts venﬁcattons and comparlsons
3 2. N )Recordatron of dtfferences requrred by rule 17a-13
3. :-Complymg w1th the reqmrements for prompt payment for securities under

. . Section 8 of Federal Regulatlon T of the Board of Governors: of the” -
I f' Federal Reserve System ‘ :

The- management of the Company is respon51b1e for estabhshmg and malntammg a system of B
" internal accounting control and the practices and procedures referred to.in the preceding -
~ paragraph. In fulfilling this responsibility, estimates and judgments by management are required
"to assess the expected benefits and related costs of internal control policies, and procedures -
- referred to in.the preceding paragraph and to assess whether those practices and procedures can . A
.. be expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of an
"~ internal contfol-structure and the practices and procedures are to provide management: with o
“reasonable, ‘but not absolute assurance that assets for which the Company has responsibility are -
.. safeguarded against loss from unauthorized use or disposition, and that transactions are exécuted S
‘ in accordance wrth management s authonzatron and recorded properly to permit the preparatlon o

-, PN PR S - . . M . . LI ' PR o MR el B e ' - :

. . LI . e ‘ - o N N N P e AL PR ' N " )

LT Vo f "t - . . . HE . . - . ‘s L v P ) : toe © N . n o . )
.. . . Lo . ' . C L

-practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in .o
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- of ﬁnancral statements in accordance wnth genera]ly accepted accountlng prmclples Rule 17a- ;
- S(g) hsts addmonal ObjBCtlveS of the practrces and procedures hsted in the precedmg paragraph '

". ‘Because of 1nherent 11m1tatrons in any :ntemal controI structure or the practlces and procedures. o

.. referred to above, errors or irregularities may nevertheless. occur and not be detected. ~ Also, -

"~ .. projection of any evaluation of them to future periods is subject to the risk that may become - .
-“inadequate because of changes in condmons or that the “effectiveness of thetr desrgn and B

DR operation may deterlorate : : :

L Our consrderatlon of the mternal control structure wouId not necessanly dlsclose all matters in -_I X
"~ the internal control structure that might be material weaknésses under standards established by R
“ .. the American: Instltute of Certified Public Accountants.: A material weakness is a condition in -~
.. 'which the design or operation of the specific internal control structure elements does not reduce © - -
:+. to arelatively low level the risk that errors or irregularities in amounts that would be material in - -
.1 " relation to the financial stateents being audited may occur and not be detected within‘a timely -
.. .. period.by emiployees in the normal course of performing their a551gned functions. - However, we
'-'_noted no matters involving the internal .control structure, including procedures for safeguardmg =
o securmes that we consrder to be matenal weaknesses as deﬁned above :

S We understand that practrces and procedures that accomphsh the Ob_]eCthBS referred to in the _
: second paragraph of this report are considered by the Commission to be adequate for its purposes -

" ...in accordance with the Securities Exchange Act of 1934 and. related regulations, and that
. practices and procedures that do not accomplish' such objectives in all material respects indicate a
- " material inadequacy for such purposes Based on this understanding and our study, we believe . .

that the Company’s practlces and procedures were adequate at December 31 2006 to meet the -

' SEC $ ObjeCtIVCS

V'Thrs report is mtended solely for the use -of management the Securities and Exchange

- Commission, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities = .
- - Exchange Act of 1934 in their regulation of registered brokers and dealers and should not be L
ST used by anyone other than these specrﬁed parties. .- ‘

 Certified Public Accountants '
February 24, 2007 '




